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Loans to Peru 


IBRD loan 


The International Bank for Reconstruction and Devel- 
opment on November 12 made a loan of $5 million to 
the Banco de Fomento Agropecuario del Peru, to increase 
the lending facilities of the Banco and, in particular, to 
finance imports of machinery, livestock, and materials 
needed to stimulate agricultural production in Peru. The 
New York Trust Company is participating in the loan, 
without the International Bank’s guarantee, to the extent 
of $748,000, which represents the first two maturities 
falling due August 1, 1957 and February 1, 1958. The 
loan is for eight years and bears interest of 414 per cent 
per annum, including the 1 per cent statutory commission 
charged by the Bank. Amortization will begin August 1, 
1957. The loan is guaranteed by the Government of Peru. 

The Banco de Fomento Agropecuario del Peru is an 
autonomous government institution which provides agri- 
cultural credits and performs other services in the field 
of agriculture. It is practically the only source of medium- 
and long-term credit for agriculture in Peru. It operates 
through 76 local offices from its headquarters in Lima. 
To date, its main activity has been the provision of 
short-term credit. As a result of the International Bank’s 
loan, it will be able to expand its medium-term and long- 
term lending. With the $5 million loan available for 
imports, it will also be able to devote more of its own 
resources to loans for local expenditures. 

The new loan will complement two loans totaling $3 
million which the International Bank has already made 
to Peru to expand the operations of the Servicio Coopera- 
tivo Interamericano de Produccién de Alimentos 
(SCIPA). SCIPA’s agricultural machinery pools have 
demonstrated the effectiveness of mechanized farming. 
As a consequence, demand for agricultural machinery has 
been stimulated, but credit terms are needed to enable 
farmers to purchase the machinery. As a general rule, it 
would not be economic for farmers to own the kind of 
heavy equipment which the SCIPA pools use for land 
tehabilitation, but the farmer requires credit to enable 
him to rent such equipment from SCIPA. The new loan 
should put the Banco in a better position to meet these 
needs for credit. 

About half the loan will be used for the purchase of 
farm machinery, mostly tractors and tractor-drawn equip- 
ment; about one quarter for the purchase of irrigation 
equipment needed especially in the coastal regions where 





agricultural production is completely dependent on irri- 
gation; and the remainder for the purchase of fencing 
materials, livestock, and equipment and materials for 
processing and storage plants. 

Except for livestock, the goods financed by the loan 
will be imported and sold through normal trade channels. 
The Banco will extend credit to agriculturalists for the 
purchase of the goods. The Banco itself will import most 
of the livestock, since it has the facilities for arranging 
for shipments and for selecting the breeds best suited to 
Peruvian conditions. 

Export-Import Bank loan 


The Export-Import Bank of Washington announced on 
November 5 that it is prepared in principle to extend 
credit to the Southern Peru Copper Corporation, a sub- 
sidiary of the American Smelting and Refining Company, 
in an amount not exceeding $100 million, to assist in 
financing the dollar costs of developing the Toquepala 
copper project in southern Peru. The credit contract is 
conditioned upon the working out of certain arrange- 
ments between the Bank and the borrower concerning 
technical and financial aspects, including provision for 
financing the remainder of the total cost of $205 million 
estimated for the project. The credit, if established, would 
be for not more than 20 years, and would bear interest 
of not less than 6 per cent per annum. 

The Toquepala mine is one of the ten largest copper 
deposits in the world. Among the requirements for 
placing the project on a producing basis are the construc- 
tion of a concentrator, a town for workers and employees, 
about 100 miles of railroad to the coast, smelter and elec- 
tric power generating facilities on the coast, port facili- 
ties, including a pier to dock ocean-going vessels, housing 
in the port, water systems, roads, and miscellaneous 
facilities. When in production, 30,000 tons of ore will 
be mined and sent to the mill daily. It is estimated that 
about 140,000 tons of blister copper will be produced 
per year for a period of ten years, after which, owing to 
the decrease in the grade of ore, annual output will de- 
cline gradually to about 90,000 tons. The U.S. Govern- 
ment would have the right to purchase a portion of the 
copper produced at Toquepala. 


Sources: International Bank for Reconstruction and De- 
velopment, Press Release, November 12, 1954, 
and Export-Import Bank of Washington, Press 
Release, November 5, 1954, Washington, D.C. 
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U.S. Participation in International Finance Corporation 


The U.S. Treasury announced on November 11 that 
Congressional approval would be sought for participa- 
tion in a proposed Internatiopal Finance Corporation 
which would be organized as ap affiliate of the Interna- 
tional Bank for Reconstruction and Development. The 
purpose of the corporation would be to stimulate private 
investment in underdeveloped countries by making loans 
without guarantee of member governments as is now 
required for loans by the International Bank. 


The corporation would be an intergovernmental body, 
created by agreement open to signature by any member 
of the International Bank. The corporation’s initial cap- 
ital would be provided by member countries through 
subscriptions to its stock, but the corporation would be 
empowered to sell its obligations and its portfolio secu- 
rities in private capital markets to raise additional funds. 
The authorized capital of the corporation would be $100 
million. The subscription of each member country would 
be in relation to the member’s stock in the International 
Bank. The U.S. subscription would be approximately $35 
million. The charter would not come into effect until 
$75 million had been subscribed by a minimum of 30 
countries. 


The proposed corporation would not directly provide 
equity financing. It would, however, be empowered to 
hold securities bearing interest payable only if earned, 
as well as debentures convertible into stock when pur- 
chased from the corporation by private investors. In 
that way it would operate in the area of venture capital 
without holding equity right of control. It would not 
compete with either the International Bank itself or the 
Export-Import Bank. 


The Secretary of the U.S. Treasury, Mr. Humphrey, 
emphasized that the operations of such a corporation 
would of necessity have to be experimental and subject 
to review from time to time. Its success would depend 
upon its effectiveness in stimulating an increased inter- 
national movement of private funds. 


Source: Treasury Department, Press Release, Washing- 
ton, D.C., November 11, 1954. 


Europe 
Transfer of U.K. Legacies to Dollar Area 


It was announced on October 29 that all legacies from 
U.K. estates to beneficiaries in the American Account 
area distributed before the end of 1951 may be released 
for transfer to the beneficiary. Since November 1949, 
such remittances had been restricted to the first £500 
of each legacy, the balances being credited to blocked 
accounts or invested in sterling securities. It is intended 
to move by stages to the complete release of blocked 


legacies and freedom to remit current legacies, but no 

timetable has been fixed. 

Source: The Economist, London, England, November 6, 
1954. 


Netherlands Foreign Exchange Reserves 


In the third quarter of 1954, the gold and foreign 
exchange holdings of the Netherlands Bank declined by 
f. 163 million ($43 million) to f. 4,477 million ($1,178 
million). The reduction was due to an increase of im- 
ports, which was larger than the expansion of exports, 
to repayments on foreign debts, and to an outflow of 
private capital to Belgium following the liberalization of 


Benelux capital movements. 


The decline in official reserves was mainly in EPU 
currencies, which totaled f. 596 million at the end of 
September, compared with f. 767 million at the end of 
June. Gold and convertible exchange holdings increased 
slightly, to f. 3,736 million. The share of gold and con- 
vertible exchange holdings in total official reserves there- 
fore increased to 83 per cent, compared with 80 per cent 
at the end of June 1954 and 75 per cent at the end of 
December 1953. During the first half of 1954, total gold 
and foreign exchange reserves had increased from f. 4,445 
million to f. 4,640 million. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 2, 1954. 


Swiss Loans fo Sweden and Italy 


A group of three Swiss banks has concluded an agree- 
ment with the Government of Sweden to issue a 15-year 
Swedish loan of Sw F 60 million on the Swiss capital 
market. The loan will be offered at par and bear an 
annual interest of 3.75 per cent. Early in April, Sweden 
floated a bond issue of Sw F 50 million on the Swiss 
market, on conditions similar to those of the new loan 
(see this News Survey, Vol. VI, p. 311). These bonds 
have recently been quoted in Ziirich at 102 per cent 
of par. 


Swiss banks have also agreed to issue in the near 
future a loan of Sw F 50 million for account of the 
Italian mining and chemical concern, Montecatini. The 
conditions for this loan are interest of 4.5 per cent, 
amortization after 12 years, and a subscription price of 
99 per cent. The loan to Montecatini will be the first 
Italian issue on the Swiss public capital market. In 1947 
Montecatini received a short-term bank credit of Sw F 30 
million from Swiss banks, and last year Caltex. received 
a Swiss bank credit of which Sw F 12 million was passed 
on to its Italian subsidiary. Also, in April 1954 Swiss 
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the Italian financing corporation, Mediocredito. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, No- 
vember 4, 1954. 


Norwegian Exports of Whalemeat fo the United States 


Norwegian exports of deep-frozen whalemeat to the 
United States, which amounted to 60,000 pounds in 1952 
and 700,000 pounds in 1953, have totaled more than 2 
million pounds this year. Most of the whalemeat is used 
to feed animals, especially minks. All of the whalemeat 
exported to the United States is from animals caught in 
the North Atlantic by catchers operating from shore 
bases. During the 1954 season, a total of 3,200 small 
whales was landed. 

Source: Royal Norwegian Information Service, News of 
Norway, Washington, D.C., November 11, 1954. 


New Finance Corporation in Southern Italy 


A new corporation has been formed to finance indus- 
trial development in Southern Italy and Sicily. This cor- 
poration—whose capital assets are held by the Banca 
Nationale, the Mediobanca, the Istituto Mobilare Itali- 
ano, the Banco di Napoli, and the Banco di Sicilia—will 
subscribe to the capital assets and will assure the subse- 
quent financing of three regional credit institutions in 
Naples, Palermo, and Cagliari, which will replace the 
present financing institutions, Isveimer, Irfis, and Cis. 

The formation of a holding company and three finan- 
cing agencies is necessary since the law of April 11, 1953 
stipulates that Isveimer, Irfis, and Cis may not participate 
in credit institutions whose headquarters and operations 
are outside the territories in which they are situated. 


Source: 24 Ore, Milan, Italy, November 4, 1954. 


Industrial Production in Italy 


The monthly index of Italian industrial production, 
adjusted to take account of seasonal changes and varia- 
tions in the number of working days, increased sharply 
to 175 (1938 = 100) in July 1954 and to 177 in August, 
after having declined continuously from 171 in February 
to 162 in June. The average index for the first eight 
months of this year, at 166, is 10.5 per cent higher than 
the average for the corresponding period of 1953. 


Source: 24 Ore, Milan, Italy, October 14, 1954. 
Postdevaluation Exchange Measures in Greece 


The Greek Government is reported to have removed 
completely the exchange tax of 2 drachmas per U.S. 
dollar on exported cotton. The tax was one of the ex- 
change measures introduced following the 1953 devalua- 
tion of the drachma, to aid in smoothing the adaptations 
in the economy required by the exchange adjustment. 
Subsequently, these measures were either abolished or 
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banks extended a 5-year credit of Sw F 100 million to 
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changed as the process of adaptation seemed to progress. 
With the abolition of the tax on cotton, taxes on exported 
olive oil and scrap iron appear to be the only exchange 
practices still in effect (see this News Survey, Vol. VII, 
p- 91). 

In accordance with another government decision, the 
Minister of Trade may approve exports of the 1954 cot- 
ton crop beyond the previously established limit of 5,000 
tons, on condition, however, that an equal quantity of 
cotton is imported from Brazil through the Greek-Brazil- 
ian clearing account. Because of the higher quality and 
therefore the higher price of Greek cotton, these transac- 
tions are expected to result in an exchange surplus for 
Greece and at the same time to reduce the US$2.97 mil- 
lion credit balance Greece had accumulated from its 
exchange transactions with Brazil by the end of August 
1954. 

Sources: Oikonomikos Tahidromos, Athens, Greece, Oc- 
tober 21, 1954; Aitlantis, New York, N.Y., Oc- 
tober 25, 1954. 


Liberalization of Dollar Imports by Western Germany 


The Federal Republic of Germany has announced that 
1,800 commodities of all types have been added to the 
previous list of 2,000 items that had been liberalized last 
February (see this News Survey, Vol. VI, p. 304). The 
new list includes a wide range of industrial raw materials, 
chemicals, metals, ores, capital goods, and consumer 
goods. 

Estimates by German delegates at an OEEC meeting in 
June indicate that the new list adds about 18 per cent to 
the roughly 40 per cent of imports from the dollar area 
that had been liberalized in February, on the basis of 
1953 purchases. Nevertheless, Germany’s dollar liberal- 
ization is still far less than Switzerland’s 98 per cent, 
and the Benelux countries’ 86 per cent. 

Source: The Journal of Commerce, New York, N.Y., 
November 9, 1954. 


German Receipts from U.S. Occupation Forces 


During the first nine months of 1954, the U.S. Occupa- 
tion Forces in Western Germany exchanged German cur- 
rency to the counter value of $167.27 million, which is 
$25 million more than in the corresponding period last 
year. German deutsche marks are acquired by the U.S. 
Army each month from the Bank deutscher Lander 
against a check drawn on the U.S. Treasury. Income 
from Occupation Forces is the largest single item in the 
German income from invisibles from the dollar area. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Oc- 

tober 22, 1954. 


Economic Developments in Austria 


In recent months domestic investment has been the 
strongest expansive factor in the Austrian economy, 
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rather than the balance of payments surplus which had 
previously played the leading role. The construction in- 
dustry has been active, and domestic industry in general 
is inclined to make major investments, since prospects 
for profit have been improving and banks have been 
more readily granting investment loans. Many enter- 
prises have been building up a considerable supply of 
unfilled orders, especially in the durable goods industries, 
and are thus becoming more independent of short-term 
business fluctuations. 


The number of registered unemployed, which in recent 
years has always increased slightly in September, fell by 
6,700 in September 1954, and at the end of the month 
was 91,600, nearly one-third less than at the end of 
September 1953 and equal to 4.3 per cent of the labor 
force. In some industries there is a shortage of skilled 
labor, and wage demands are often granted without much 
resistance. Wages higher than those provided for in 
collective bargaining agreements are sometimes offered. 


Unemployment may be expected to increase in the 
winter, especially in the construction trade and other 
branches of industry that are dependent on the weather. 
However, “productive unemployment subsidies’”—gov- 
ernment contributions, financed by unemployment relief 
funds, to the winter wages of construction workers—will 
make it easier for builders to carry on in the winter, and 
public authorities have placed orders for their building 
projects in such a way as to permit indoor construction 
work at that time. 

The estimated budget deficit for 1955 is 2,600 million 
schillings (see this News Survey, Vol. VII, p. 144), but 
it is expected that current revenue receipts will again 
exceed the cautious ordinary budget estimates. It is not 
likely, however, that receipts will prove to be as favor- 
able as in 1953 and 1954, and the Treasury will probably 
be compelled in 1955 to finance investments from loans 
not fully utilized so far, and from new loans which, it is 
expected, the banks, and particularly the savings banks, 
will readily absorb. 


The foreign currency purchases of the National Bank 
have declined in recent months, partly because other 
banks have been building up their foreign currency re- 
serves to permit the smooth functioning of the recently 
announced methods for decentralizing international pay- 
ments (see this News Survey, Vol. VII, p. 137). Actually, 
the balance of payments surplus has also declined, imports 
increasing much more rapidly than exports. Western 
Germany has become more and more Austria’s most 
important export market, its share of the total in August 
1954 being 28 per cent. Its share in Austrian imports 
has risen to 40 per cent. 

The general price level has changed little recently, but 
there are still upward price trends, mainly for lumber 
and meat. For certain types of timber, no further export 


licenses have been granted since mid-October, except for 
the quotas provided for in trade agreements. The export 
boom and high domestic demand, together with increas- 
ing wage costs and growing shortages of certain prod- 
ucts, favor price increases. On the other hand, the quiet 
development of world market prices, increasing produc- 
tivity, domestic and foreign competition, and the policy 
of the Austrian Government and of the Trade Union 
Federation, which has made stability its objective, are 
favorable influences. 
Source: Monatsberichte des Osterreichischen Institutes 
fiir Wirtschaftsforschung, Vienna, Austria, Sep- 
tember 1954. 


Middle East 
Egyptian Pound Quotations 


The average of published percentage premiums in 
September and October 1954 for sterling, the U.S. dollar, 
and the deutsche mark in Cairo in the “import entitle- 
ment accounts” were as follows: 


September October 
( per cent) 

6.223 

6.376 


10.277 


The average of published quotations for the “export 
pound” in Beirut and Ziirich during the same months 
were as follows: 


Sterling 
U.S. dollar 


Deutsche mark 


September October 

Beirut (in Lebanese pounds 
per Egyptian pound) 

Ziirich (in U.S. dollars per 
Egyptian pound) 


8.66 8.70 


2.62 


Source: Al Ahram, Cairo, Egypt, various issues. 


2.72 


Banking in Lebanon 


A semigovernmental credit corporation is to be estab- 
lished in Lebanon for the purpose of extending agricul- 
tural and industrial credit. The corporation will have 
capital of LL 5 million, of which 40 per cent will be 
subscribed by the Government and the remainder by 
local businessmen. 


Source: Le Commerce du Levant, Beirut, Lebanon, Oc- 
tober 27, 1954. 


Pakistan's Export Incentive Scheme 


The Government of Pakistan introduced a scheme last 
June whereby exporters of specified commodities were 
allowed to retain 30 per cent of their foreign exchange 
earnings for use in payment for certain imports, destined 
primarily for consumption. This scheme served the dual 
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purpose of facilitating the export of certain minor prod- 
ucts, and relieving domestic shortages of consumer goods 
resulting from severe import restrictions. The Govern- 
ment has now announced that the export incentive scheme 
has been expanded to include a wider range of export 
and import goods. Under the revised scheme, the pro- 
portion of foreign exchange earnings that exporters will 
retain varies between 20 and 30 per cent, depending upon 
the type of commodity exported. The scheme will remain 
in force until March 31, 1955, as originally determined. 
| Source: Dawn, Karachi, Pakistan, October 19, 1954. 











Pakistan's 1954 Jute Crop 


Pakistan’s final forecast of jute production in 1954 is 
2.7 million bales, 1.5 million bales short of the target 
for the current season. The shortfall in production re- 
sulted primarily from damage to the crop inflicted by 
recent floods in East Pakistan (see this News Survey, 
Vol. VII, p. 154). 


Source: Dawn, Karachi, Pakistan, November 1, 1954. 

















Far East 











Colombo Plan 


In October 1954, Japan, the Philippines, and Thailand 
joined the Colombo Plan group of countries. Japan and 
the Philippines have volunteered as donors of technical 


aid; the latter also expects to receive capital equipment 
assistance. 



































To June 30, 1954, expenditure under the scheme was 
approximately £2 million plus firm forward commitments 
of another £2 million. The services of 263 experts had 
been made available, and places provided for 1,653 
trainees. Experts had been provided by Australia, Can- 
ada, India, New Zealand, and the United Kingdom, and 
trainees had been received in those five countries and in 
Ceylon and Pakistan. 


Sources: Commonwealth Relations Office, The Colombo 
Plan; Report for 1953-54, London, England, 
1954; The Financial Times, London, England, 
October 11, 1954. 



















































































foreign Investment in Thailand 


A bill aimed at attracting foreign investment in in- 
dustries in Thailand, now under active consideration by 
the Ministry of Industries, will be submitted soon to the 
National Assembly. To facilitate the establishment and 
operation of industries by foreigners, the bill not only 
would exempt machinery from import duties or reduce 
the rates applicable to machinery (see this News Survey, 
Vol. VI, p. 313); it also would permit the sale of ex- 
change at the official rate for the purchase of necessary 
machinery, reduce other taxes or permit exemptions 
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in certain circumstances, and allow experts needed by 
the industries to enter the country outside the immigra- 
tion quotas. 


Source: The Bangkok Post, Bangkok, Thailand, Au- 
gust 28, 1954. 


Thailand Aid to Farmers 


The Government of Thailand has made plans for es- 
tablishing a Central Store to buy farmers’ produce when 
it cannot be sold elsewhere at a fair price. The farmers 
can also borrow money from the Store by pledging 
temporarily unsalable products. 


The Store will be a government organization and 
will export to foreign countries, but it will not be a 
monopoly. If merchants do not have sufficient stocks 
with which to meet an order, they will be able to buy 
from the Central Store. The Store will cooperate with 
the Ministry of Agriculture to help the farmers with 
their planting, find improved seed for them, and advise 
them on methods for improving cultivation. 

Silos will be built in some provinces for storing paddy 
and other agricultural produce, and care will be taken to 
see that the quality of export products is up to standard 
(see also this News Survey, Vol. VI, p. 355 and Vol. VII, 
p- 102). 

Source: The Bangkok Post, Bangkok, Thailand, Au- 
gust 30, 1954. 


Taiwan's Cotton Textile Industry 


The development of spinning and weaving facilities in 
Taiwan has resulted in increased cotton textile output 
year by year. According to the Chairman of the Yung 
Shing Industrial Corporation, the total value of textile 
production was only NT$71.8 million in 1949, 4.7 per 
cent of the total value of Taiwan’s industrial output for 
that year. In the next three years, the value of textile 
production and its ratio to total industrial output rose 
rapidly: the figures for 1952 were NT$1,889 million and 
33.6 per cent, and for 1953 they were probably still 
higher. 

While imports of cotton fabrics have declined each 
year, imports of raw cotton have increased substantially. 
Largely as a result of U. S. economic aid, they rose from 
3,575 metric tons in 1950 to 9,642 tons in 1951; and data 
of the Industrial Development Commission of the Eco- 
nomic Stabilization Board indicate that they were 12,217 
tons for 1952, 26,341 tons for 1953, and 16,078 tons for 
the first six months of 1954. There has been experimental 
planting of cotton in both the northern and southern 
parts of Taiwan, and these experiments have shown the 
soil and climatic conditions to be suitable for cotton. The 
Government is, however, cautious in ensuring that the pro- 
duction of the major agricultural crops is not diminished. 
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As an initial step to encourage textile exports, the 
Government has adopted the following measures: (1) 
Local mills may retain 72 per cent of the foreign ex- 
change earned through the export of their products, but 
must turn over the remaining 28 per cent to the Bank of 
Taiwan at the prevailing certificate rate. The 72 per cent 
of foreign exchange thus retained must be used primarily 
to import raw cotton. (2) The import duty on imported 
raw materials will be refunded when the finished products 
are exported. (3) Mills may apply for a low interest 
loan from the Bank of Taiwan after each shipment of 
textile exports is completed. 

Sources: Bank of China, Bi-Monthly Economic Review, 
Taipei, 1954; 
Chinese News Service, Press Release, New York, 
N. Y., November 9, 1954. 


Taiwan, September-October 


Japan's External Payments Position 


Japan’s foreign exchange receipts ($1,157 million) in 
the first half (April-September 1954) of the fiscal year 
1954-55 exceeded payments ($1,078 million) by $79 mil- 
lion. The favorable balance is attributed to increased 
exports, reduced imports, and the extension of sterling 
usage (i.e., time) bill of exchange facilities (a form of 
short-term credit extended to Japan by British banks). 
Source: The Nippon Times, Tokyo, Japan, October 10, 

1954. 


United States 


Export-Import Bank Aid to U.S. Exporters 


The Export-Import Bank of Washington announced 
on November 12 the authorization of lines of credit for 
the use of two U.S. exporters, to assist them in financing 
the sale in foreign markets of capital equipment manu- 
factured in the United States. The two lines of credit 
are the first of this type to be approved, under the terms 
that had been indicated earlier (see this News Survey, 
Vol. VII, p. 130). 

One of the lines of credit ($4 million) is for the use 
of The Oliver Corporation of Peoria, Illinois, in the sale 
abroad of agricultural equipment; the other ($6 million) 
is for the use of Combustion Engineering, Inc., of New 
York City, to finance the exportation of steam boilers 
and related equipment. 

Sources: The Journal of Commerce, New York, N. Y., 
November 9, 1954; The Export-Import Bank of 
Washington, Press Release, Washington, D. C., 
November 12, 1954. 


Outlook for U.S. Construction 


New construction in the United States will reach a 
record total of $37 billion this year, and will rise to $39.5 
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billion in 1955, according to a recent government fore. 
cast. This forecast suggests that the housing construction 
industry, which helped to moderate the recession in 1954, 
will provide strong support for the economy during the 
coming year. Private home building is expected to rise 
13 per cent, to a new record of $15 billion. Demand for 
houses is still strong, and housing purchases will be 
facilitated by the ready availability of mortgage money, 
recent legislation easing credit terms for government. 
insured mortgages, and the eligibility of veterans for 
home-loan privileges. Commercial construction is ex. 
pected to rise next year owing to the continuing impetus 
of population shifts to suburban areas, with concomitant 
increases in demand for new shopping centers and offices, 
School construction is expected to rise 16 per cent, to $2.4 
billion; outlays for military facilities 18 per cent, to 
$1.1 billion; and highway construction 18 per cent, to a 
record $4.2 billion. Outlays for private industrial con- 
struction are expected to continue declining next year and 
to total about $1.85 billion, compared with a high of 
$2.32 billion in 1952. Other expected declines are in 
farm, railroad, and gas utility construction. Petroleum 
pipeline and electric power construction are expected to 
rise somewhat during the year. 


Source: The Journal of Commerce, New York, N. Y., 
November 16, 1954. 


Latin America 
Balance of Payments Trends in Latin America 


The wide divergences between movements in the bal- 
ance of payments of individual Latin American countries 
(see also this News Survey, Vol. VII, p. 163) are largely 
to be explained in terms of the differences in production 
which determine whether a country shall be a “dollar” 
country or a “non-dollar” country. The group of “dollar” 
countries comprises countries whose trade is directed 
primarily toward the United States and which produce 
such commodities as petroleum, coffee, fruit, and sugar; 
this group includes such countries as Colombia, Ecuador, 
Mexico, Venezuela, and the Central American and Carib- 
bean countries. The “non-dollar” countries include Ar- 
gentina, Bolivia, Brazil, Chile, Paraguay, Peru, and 
Uruguay; their trade is oriented much less extensively 
toward the United States, and their exports consist of 
such primary commodities as tin, copper, and wool. 

The exports of the “dollar” countries to the rest of 
the world have been running at an annual rate of about 
$3.9 billion, and their imports have been $3.3 billion. In 
their trade with the United States, these countries have 
usually shown a deficit; however, the deficit declined from 
$221 million in 1950 to $61 million in 1953, and in the 
first half of 1954 a surplus of $29 million was recorded. 
The earlier deficits with the United States created no 
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serious balance of payments difficulties, as exports to other 
destinations usually can command payment in hard cur- 
rencies. When there has occasionally been a tendency 
toward excessive imports by these countries, import 
demand has been restrained by such measures as re- 
quiring prior deposits for foreign exchange purchases, 
tariff increases, and exchange surtaxes; there have been 
few direct import or exchange controls. The countries 
in this group which have employed multiple exchange 
rates and direct trade controls—Colombia, Costa Rica, 
Ecuador, and Nicaragua—have recently relaxed their 
controls and simplified their exchange rate structures. 
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Many “dollar” countries have had to deal with the in- 
flationary impact of export surpluses. Colombia, Ecua- 
dor, Haiti, and El Salvador have raised their export taxes 
on coffee and other export products as foreign prices 
have risen, and these steps have sometimes been ac- 
companied by monetary measures that have increased the 
commercial banks’ reserve requirements (as in Colombia) 
or have otherwise restricted credit expansion. Less fre- 
quently, taxes have been increased in order to reduce 
budgetary deficits. In Cuba and Mexico, development 
programs have been temporarily slowed down. 
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The exports and imports of the “non-dollar” countries 
have fluctuated more widely, and in general their exports 
seem to have declined rather sharply since mid-1954, 
mainly as a result of the Brazilian difficulties in market- 
ing coffee. Imports in the first half of 1954 were sub- 
stantially greater than in the first half of 1953. In order 
to adjust themselves to balance of payments changes, the 
“non-dollar” countries have resorted principally to direct 
quantitative import controls, especially on “nonessential” 
imports. Some of them have also varied their multiple 
exchange rate systems in such a way as to maintain local 
currency receipts when export prices are rising or falling. 
Some have also given increasing attention to the infla- 
tionary impact of earlier monetary and fiscal policies. 
Government ‘borrowing from the central banks has been 
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Suga; B curtailed in some countries, and measures have been taken 
cuador, to bring the expansion of commercial bank credit under 
| Carib- elective control. Peru, which has had very few direct 
- 7 trade controls, has raised commercial bank reserve re- 
mated quirements; Chile has endeavored to limit credit expan- 
aie a sion to a specified maximum rate; and Brazil has twice 
of increased its rediscount rate. The execution of large- 
aie il sale development programs has been slowed down in 
{ about @‘tgentina and Peru, and taxes have been raised and 
ion. In @ “tiffs increased in several countries. Nevertheless, in- 
es have @ ‘ation remains a serious problem in some “non-dollar” 
ed from § ountries. 

J in the BSource: Federal Reserve Bank of New York, Monthly 
corded. Review of Credit and Business Conditions, New 
ated no York, N. Y., November 1954. 
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Increase in Brazil's Commercial Bank Reserve Requirements 


Brazil’s Superintendency of Currency and Credit 
(SUMOC) has modified significantly the reserve require- 
ments of commercial banks. Reserve requirements of 14 
per cent on sight deposits and 7 per cent on time deposits 
will apply to the total of deposits when and if the de- 
posits of any commercial bank exceed the maximum 
amount ever reached through October 30, 1954. These 
are the maximum limits to which SUMOC can raise 
Until such a 
level of deposits is exceeded, the reserve requirements 
will be 4 per cent against sight and 3 per cent against 
time deposits. This latter provision supersedes SUMOC 
Instruction No. 91 of April 29, 1954, which had set the 
reserve requirements at 6 per cent and 3 per cent, re- 
spectively. The reserves specified above have to be kept 
at the Bank of Brazil for account of SUMOC, and are in 
addition to the reserves maintained by the banks in their 
tills for their regular commercial banking operations. 


requirements under existing legislation. 


In the event that the higher reserve requirements apply, 
the banks may fulfill such requirements by depositing 50 
per cent of the increase in deposits (presumably when 
such an amount is less than the reserve requirement), or 
30 per cent in the case of banks in the States of Amazonas, 
Para, Maranhao, Piaui, Ceara, Rio Grande do Norte, 
Paraiba, Pernambuco, Alagéas, Sergipe, Goias, and Mato 
Grosso. Half of the reserve requirements can be met with 
Treasury bills. 


Banks which are indebted to the Banking Mobiliza- 
tion Fund (Caixa de Mobilizacdo Bancaria) will not be 
subject to the new requirements provided they are com- 
plying with the requirements of the basic law of the 
Caixa; and for banks which have exceeded their borrow- 
ing limits with the Rediscount Department of the Bank 
of Brazil, 70 per cent of the increase in deposits must 
be applied toward reduction of this indebtedness. 


Source: Superintendency of Currency and Credit, In- 
struction No. 108, Rio de Janeiro, Brazil, Oc- 
tober 22, 1954. 


International Capital in Uruguay 


The comparative stability of political and economic 
conditions in Uruguay, and in particular the freedom 
permitted to capital movements and financial transactions, 
have helped to make Montevideo an international center 
of some importance for capital movements both from 
neighboring Latin American countries and from Europe. 
In competition with the banks for foreign financial busi- 
ness, exchange dealers have the advantage of being free 
from the tax of 14 per cent or 34 per cent which banks 
have to pay on incoming or outgoing financial remit- 
tances. Most of these financial transactions take place in 
foreign currencies, and in particular in U.S. dollars, and 
do not involve investment in Uruguayan industry or 
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agriculture. The average exchange rate for financial 
transactions, which had fallen to 3.42 pesos per U.S. 
dollar at the end of February 1954, was thereafter 
strengthened by the intervention of the State Bank, and 
has since March been kept fairly steady at around 3.24- 
3.26 pesos. The interest on accounts kept in foreign 
currency has tended to fall. 

Source: Neue Ziircher Zeitung, Zirich, Switzerland, 

October 8, 1954. 


Other Countries 
Australian Gold Subsidy 


The Australian Prime Minister has introduced in 
the House of Representatives a bill to assist gold mining. 
Under the bill, gold mines would receive subsidies vary- 
ing in accordance with their production costs and up to 
£A 2 per ounce under a formula designed to measure 
their need for assistance. The subsidy would be reduced 
to the extent, if any, that the producers’ return for gold 
(including premium sales) should exceed the Common- 
wealth Bank’s buying price of £A 15 12s. 6d. Small pro- 
ducers having an annual output of fewer than 500 
ounces would receive a flat rate subsidy of 30s. per 
ounce. (This subsidy scheme was the object of prior 
consultation with the International Monetary Fund and 
was found consistent with established Fund policy.) 


Source: The Times, London, England, November 5, 1954. 


Australian Price and Wage Movements 


Figures issued by the Australian Bureau of Census 
and Statistics show that the “C” Series Retail Price Index 
(cost of living index) dropped very slightly (0.1 per 
cent) during the quarter ended September 30. The de- 
cline would have been somewhat larger if rents had not 
increased in some urban areas. 

The Arbitration Court on November 5 delivered judg- 
ment on a test case involving the wages of skilled and 
semiskilled workers in the metal industries. The basic 
wage had been frozen on September 12, 1953, when the 
Arbitration Court abolished quarterly cost of living ad- 
justments (see this News Survey, Vol. VI, p. 108). Sub- 
stantial increases have now been granted in the form 
of increased margins above the basic wage ranging from 
7s. to £A2 2s.” 6d. 

The Court stated that it was particularly impressed 
by Australia’s high level of employment and the general 
investment position. It is expected that applications for 
similar increases in margins will be made by other 
industries. 


Sources: Australian News and Information Bureau, Aus- 
tralian Weekly Review, New York, N. Y., Oc- 
tober 27 and November 10, 1954. 


Relaxation of South African Import Restrictions 


A further relaxation of South African import restric. 


tions was announced on November 5 (see also this News 


Survey, Vol. VII, pp. 24 and 132). Several items have 
been removed from the “prohibited” list and may now be 
imported under permit, while others have been placed 
on the “free” list and may be imported without a permit. 
Additions to the “free” list include raw wool, coffee, 
tea, cotton, and lace and netting textile trimmings. How. 
ever, few of these items are still subject to price ceilings, 


Imports removed from the “prohibited” list and placed 
on the “restricted” list include such items as toys, jewelry 
(including imitation jewelry), all textile piece goods, 
blankets, rugs, shawls, radios, gold and silver watches, 
and 16- and 8-millimeter film projectors. 


Source: The Financial Times, London, England, No. 
vember 6, 1954. 


South Africa's Exchange Reserves 


Since the end of January this year, the gold and ex. 
change holdings of the South African Reserve Bank have 
increased by more than £46 million, and on October 29 
they exceeded £129 million, which was well over the total 
of £100 million estimated for the end of 1954 by the 
Minister of Finance in his budget last March (see this 
News Survey, Vol. VI, p. 324). Of the holdings on 
October 29, £70.5 million were gold holdings. 


The substantial improvement in foreign assets, despite 
the expansion of merchandise imports, is due to the in. 
creasing gold production of the Orange Free State mines, 
the rising importance of uranium production, and un- 
usually large exports of maize, sugar, and other agricul- 
tural products this year. Also, there has been a sub- 
stantial inflow of funds from abroad in the form of official 
and semiofficial loans, while the movement of private 
funds to the Union, stimulated by Johannesburg Stock 
Exchange activity, has exceeded official expectations. 


Source: The Financial Times, London, England, Novem- 
ber 4, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 


The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary i 
INTERNATIONAL MONETARY FUND 
1818 H Street, N.W. Washington 25, D.C. 
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